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§§511.3-511.5 [Reserved]

Subpart B—Program Requirements

§511.10 Grant requirements.

A rental rehabilitation program shall
comply with the following require-
ments:

(a) Lower income benefit—(1) 100 per-
cent benefit standard. Except as pro-
vided in paragraphs (a)(2) and (a)(3) of
this section, all rental rehabilitation
grant amounts must be used for the
benefit of low-income families.

(2) Reduction to 70 percent benefit
standard. The 100 percent benefit stand-
ard will be reduced to 70 percent if the
grantee certifies in its Program De-
scription under §511.20 (or thereafter in
a written amendment to its grant
agreement) that:

(i) The reduction is necessary to
meet one or both of the following ob-
jectives:

(A) To minimize the displacement of
tenants in projects to be rehabilitated;
or

(B) To provide a reasonable margin
for error due to unforeseen, sudden
changes in neighborhood rent or for
other reasonable contingencies;

(ii) A rental rehabilitation program
that meets the 100 percent benefit
standard cannot be developed; and

(iii) The public has been consulted re-
garding this inability.

(3) Reduction to 50 percent benefit
standard. The benefit standard will be
reduced to not less than 50 percent
only in extraordinary circumstances
approved by HUD. Approval may be
granted at the request of the grantee
before undertaking any project that
will have the effect of reducing the
benefit for low-income families for the
grantee’s program below 70 percent,
only where HUD determines that a re-
duction is necessary to meet an impor-
tant community need and that the net
program impact will strongly favor
low-income families. Approval may be
granted thereafter only where HUD de-
termines that the grantee made rea-
sonable efforts to meet the higher ben-
efit standard, but was unable to do so
because of circumstances beyond its
control.

(4) Definition of benefit. For purposes
of this paragraph (a), benefit for low-
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income families will be considered to
occur only where dwelling units in
projects rehabilitated with rental reha-
bilitation grants are initially occupied
by such families after rehabilitation.

(b) Use of rental rehabilitation grants
for housing for families. (1) Each grantee
shall ensure that an equitable share of
rental rehabilitation grant amounts
will be used to assist in the provision
of housing designed for occupancy by
families with children, particularly
families requiring three or more bed-
rooms. HUD will assure that on a na-
tional basis at least 15 percent of each
year’s rental rehabilitation grant
amounts (excluding those grant
amounts expended for administrative
costs under §511.71) are used to reha-
bilitate units containing three or more
bedrooms. HUD reserves the right pro-
spectively to establish three or more
bedroom unit targets for individual
grantees if the national goal is in dan-
ger of not being met, or if HUD finds
that a grantee’s production of three or
more bedroom units is significantly
below that of grantees in similar cir-
cumstances. In addition, at least 70
percent of each grantee’s annual rental
rehabilitation grant must be used to
rehabilitate units containing two or
more bedrooms. HUD may approve a
lower percentage standard submitted
by the grantee in its Program Descrip-
tion under §511.20, or thereafter, based
on HUD’s determination that the lower
standard is justified by factors such as
a short waiting list of large families re-
quiring assistance or the nature of the
housing stock available for rehabilita-
tion.

(2) If a unit of general local govern-
ment has an ordinance which requires
rehabilitation to meet seismic stand-
ards, the grantee may use up to the full
amount of its annual rental rehabilita-
tion grant for Federal Fiscal Year 1988
and later years (including reallocations
under §511.33(b) of funds for the same
fiscal year) without regard to the re-
quirements of paragraph (b)(1) of this
section, but only to the extent it uses
such grant amounts to rehabilitate
projects to meet the seismic standards
required by the local ordinance and to
the extent these units in the rehabili-
tated project are initially occupied
after rehabilitation by very low income
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